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The topic of family firms is amply debated in the business research literature.
This study will be looking into a family-owned business exploring it through the perspective of tradition, creativity, and innovation. Various research was done by the researchers that have investigated into family-owned business determining if they are highly innovative or lesser, comparing with nonfamily businesses. In this thesis, specific family business literature will be demonstrated, and recent theory considered as general will be explained.
In their exploratory comparative analysis, De Massis et al. (2015) appreciate that “beyond the ubiquity of family firms, which are the most common organisational form with a crucial role in all world economies, understanding innovation behaviour in family businesses is important since they increasingly make use of innovation to nurture their competitive advantage and to overcome economic downturn”.
Thus, taking in consideration the importance of innovation aspect, in this thesis a special attention is given to the importance of mixture between tradition and innovation for assuring the continuity of a multi-generational business firm and the role that the successor plays.
The thesis has the structure presented below.
In the first part, the definitions introduced by the specific literature are detailed considering different periods of time, specific to different countries, proclaimed by different authors. 
Then, the traits of predecessor and successor are argued. 
Further presentation of innovation in family firms follows then, and in line with this, the topic of resistance to innovation is argued. Continuity and competitiveness of family firms and the strategic management approach to family companies are the next chapters.
A section of the thesis does the description of the research methodology opted for. Within this research, three case studies of European family firms are introduced and described from the viewpoint of mixture between tradition and innovation. Then, the replies for the questionnaires are presented. 
A conclusion about the inseparable factors of influence the family businesses: tradition and culture, in contrast or in completion with innovation characteristics are exposed and critically presented as a result of the case studies analysis and the review of extended business literature in the field of family firms.
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Sharma (2004) affirms that there is no definition for family firms to be generally credited.
Some authors acknowledge the idea that if the family members involve in the management of the firm than a separation between family firms and non-family firms can be clearly done (Chua, Chrisman, & Sharma, 1999). 
Moreover, Chrisman, Chua, & Litz (2003) add the characteristic for family firms that “the family (…) determine the vision, control and strategy in the business”.
Sharma & Salvato (2011) allocate to the family firms the feature for “building strong and trusted social networks over a long period of time”.
The table below presents some succinct information about how the specific literature defined family firms in different locations and for different times and it was published in 2007 by D. Miller et al. in Journal of Corporate Finance.

	Author(s)
	Study timeline
	Data location 
	Family firm definition(s)

	Allen and
Panian (1982)
	1971–1980
	U.S.
	“Family firm whenever the members of a descendent group and their affine owned or controlled at least 5 percent of the voting stock in a corporation and were represented on board of directors”. Other definitions: “Direct family control is when the CEO is a member of the controlling family”.

	Denis and Denis
(1994)
	1985
	U.S.
	“Family firm if two or more family members are present as officers/directors or if founders are officers”.

	Anderson and
Reeb (2003)

	1992-1999
	U.S.
	“Family firm if there exists fractional equity ownership of the founding family and/or the presence of family members serving on the board of directors”. Other definitions: “Ratio of board seats held by family members to board seats held by independent directors / CEO founder indicates a founding family
firm when the CEO is the founder of the firm / CEO descendent indicates a founding family firm when the CEO is a descendent of the founder during the past decade”.

	Barth et al.
(2005)
	1996
	Norway
	“Family firm if at least 33% of the shares of the firm are owned by one person or one family”.

	Bennedsen et al.
	1994–2002
	Denmark
	“Family firm whenever an incoming CEO is related by blood or marriage to the outgoing CEO”.

	Cronqvist and
Nilsson (2003)
	1991–1997
	Sweden 
	“Founder families may include only a single individual or a closely knit group of individuals who do not belong to the same family”. Other definitions: “Founder family ownership is ownership by the founder or descendants of the founder and families/individuals affiliated with the founder”.

	Faccio and Lang
(2002)
	1996–1999
	13 Western
European
Countries
	“Family firm if a family or an individual or unlisted firm on any stock exchange is considered as the ultimate owner (greater than 20% of either cash flow or control rights)”.

	La Porta et al.
(1999)
	1995–1997
	Worldwide
	“Family firm if a person is the controlling shareholder (ultimate owner) whose direct and indirect voting rights exceed 20%”.

	Smith and Amoako-
Adu (1999)
	1962–1996
	Canada
	“Family firm if a person or a group related by family ties holds the largest voting block and at least 10% of the total votes”.


Source: D. Miller et al. (2007). Journal of Corporate Finance 13, 829–858

According to The Institute for Family Business from UK (2020) a family-owned small and medium enterprise is “a business which is majority owned by one or more members of the same family and has between zero and 249 employees and a single owner or between zero and 249 employees, multiple owners, and self-identifies as a family-owned business, that is one which is majority owned by members of the same family”.
For larger firms, the same UK Institute gives the following definition: “a firm is considered a family enterprise, if the majority of votes are owned by the person or persons who established the firm, or those who have acquired the share capital of the firm or who are in the possession of their spouses, parents, child or child's direct heirs (the majority of votes may be indirect or direct); at least one representative of the family or kin is involved in the management or administration of the firm; listed companies meet the definition of a family enterprise if the person who established or acquired the firm (share capital) or their families or descendants possess 25 percent of the right to vote as mandated by their share capital”. 
As indicators about the impact on UK economy, the next information is provided by the Institute for Family Firms for the year of 2017: “4.8 million family businesses were registered in the UK, of which over 18,000 were medium and large businesses. These companies generated “over a quarter of UK GDP, they paid £182 billion in tax, more than the annual NHS budget and they employed 13.4 million people in the UK meaning fifty percent of private sector employment”.
The Institute for Family Firms cites the Report of Kotlar et al. (2019) which mentions that 20.1 per cent or just over 200 of the largest 1,000 businesses in the UK are family-owned. Of these, fifty-seven percent are UK-owned, and forty-three percent are internationally owned.


[bookmark: _Toc53059056]Predecessor and successor

“The intention to pass on control of the business to the next generation is an important distinguishing factor between family and non-family firms” (Chua et al., 1999).
Gilding, Gregory, and Cosson (2013) indicate the family tradition and the desire of the predecessor that the business is kept in the family.  
Sharma et al. (2001) refer to the succession in a family firm as being “the actions and events that lead to the transition of leadership from one family member to another in family firms; the two family members may be part of the nuclear or extended family and may or may not belong to the same generation”.
Goldberg and Wooldridge (1993) claim that “effective successors are defined as persons who have the title and power of office and who in the long term demonstrate the ability to create a positive trend of growth and profits for the business”.
It is doubtless that to assure the continuity of the family business, the successor is a professional. 
Whittington (2019) sustains “that besides external, economic goods, professionals may be also motivated by internal goods: the satisfaction of a job well done”. The satisfaction of a job well done influences the motivation of the successor in his path to keep on the values of the generational achievements. 
“Individual motivation to work and expand skills is also important to competitive advantage” (Porter, 1990). The successor, as a new leader may “recognize the need for pressure and challenge”, the same author argues. Moreover, Porter (1990) describes leaders as “they are prepared to sacrifice the easy life for difficulty and, ultimately, sustained competitive advantage”.
Considering that entrepreneurial skills are needed, still “research on attributes that are important for the success of next generation members engagement suggests this context calls for a unique set of capabilities” for the successor in a family business (Chua et al., 1999). The same researchers put on the shoulders of the successor “the added responsibility of managing and maintaining both family and business relationships, gaining buy-in and support from non-family employees and other key stakeholders”.
“Intra-family succession unfreezes the previously stabilized organisational goals, leading individuals to express their goals more fervently and activate social interactions that lead to new stabilizations, similarly to the classic description of disruptive change as freezing-transition-unfreezing”. “Thus, intra-family succession would act as a catalyst of revolutionary change and innovation.” (De Massis et al., 2015).
Family relationships could very well predict the succession within the family. A central role in influencing the succession in a family business is played by the characteristics of the potential successors.
Garcia et al (2018) proclaim that “commitment to the family business as the psychological state of mind compelling a next-generation member toward the managerial leadership of his/her family business”. In their study, these authors appreciate that “this pull to contribute to a managerial role is distinct from a compulsion they may feel toward their family; so, if primary commitment is to the family, there may be other ways to contribute beyond a managerial leadership role in the family firm”.
Entrepreneurial behaviour of the successor is considered as successful is greatly assertive with the willingness of taking great risks with objective focusing over handing over the ownership to the future generation. Considering the natural needs of the human it is about making sure that they possess continuity with desires for persisting over time and beyond the life considered physical. Family businesses make it possible with the idea related with perpetuating names of their founders including taking actions considered as over time. This permits them and if managed well enough it can help in preserving as well as amplifying the accumulated life assets including entrusting potentials of economics linked with the entity of business (Rondi et al., 2019). However, it is worth noting that at the time the entrepreneur considered as the founder leaves the business, the particular family firm displays low entrepreneurial activity. This happens because of risk-aversion changes concerning investments into innovative projects. It is very important to understand that the generation of the founders of the business is less averse towards risk as well as sensitivity towards uncertainty compared with the generations that succeed.  Changes in the generation come along with more owners which lead towards greater complexity including interest variety within family-owned businesses with various problems related to principals becomes highly likely. 
It is argued that families run their businesses with different participation of family members in the workplace. Various factors influence the family businesses in shorter and wider terms in both the positive and negative ways. 
There are settled institutes for family businesses in many countries all over the world.
One example is The Family Business Institute from USA. 
The Family Business Institute from USA describes itself as “following a collaborative approach which focuses on a healthy balance of family and business” and giving the opportunity to the family firms to “discover the key success factors of  business and family and benefit from a succession plan design that works in a balanced manner.” 
This institute proclaims that “finding a clear path to pass on legacy to the next generation doesn’t have to be difficult; family and closely held businesses want clarity and peace of mind when it comes to succession planning, and, happily have the answers in hearts and minds”. 
When it is about predecessor and successor, The Family Business Institute from USA argue that “fear can accompany thoughts about succession planning and help may be needed to avoid making short sighted decisions and creating conflict within the family”.
According to this, on the website of the institute it is declared that “management succession planning in the family company requires focus on the four key departments present in any business of any size: administration and finance, operations and customer fulfilment, sales, and marketing”. 
In line with this reasoning, it is criticised that “the current state of ownership succession planning among family businesses is decidedly mixed; about two-thirds of family business owners report a good understanding of the amount of estate taxes due upon their deaths, but about one in five have no estate planning at all with over one-third of junior generation family business members have no knowledge of the senior generation’s transfer plans”.
The researchers discovered that ownership issues looks to be the most common areas of contention or omission in family business succession planning and they could be either technical mistakes, or leaving the business to the surviving spouse, or challenge of treating children equitably. The website of the Institute focuses as well on the leadership issues presenting a study of the researchers at the Wharton School of Finance which “concluded that between fifteen percent to twenty-five percent of the variation in a corporation’s profitability was determined by the character of their chief executives”. And a successful leader could be that leader that knows how to prioritize purpose and people. The topics included in the programs for family firms refers to the following: “succession planning, estate and tax planning, family wealth management, communication and conflict resolution, compensation strategies, valuation issues about up-to-date accounting rulings, intergenerational relations, training the next generation, sibling and cousin rivalry, husband and wives working together, unexpected transitions, handling illiquid real estate positions, insurance planning, hiring outside managers/directors, managing non-family managers and employees, establishing requirements and monitoring for succession, choosing professional services, handling low basis assets, using outside boards and advisors, investments”.

Researchers have shown that “entrepreneurial behaviour of the predecessors, value tradition and preservation, reputation (association of product branding with the family name), acknowledgement of the importance of founders or previous generations hard work for present innovations, need to stay out from the shadow of anterior generations, successor’s feeling of being obliged to improve and develop the family business, desire to keep the business in the family, to construct a reliable long-running mission and to prosper”.

There is an Institute for Family Business in UK. Having an interesting mission, this institute publish outcomes of research done annually on the market of family businesses. For instance, in 2017 it is shown that “multi-generational family businesses were most common in the agriculture industry  with some 72.1 per cent of firms being owned by the family for more than one generation, and 20.2 per cent for four, or more, generations”. Further research observes that “the manufacturing and real estate sectors had the next largest proportion of multi-generational family firms - albeit much lower than in the agricultural sector – at 31.6 per cent and 29.6 per cent, respectively”.

In Hawai’i there is The Family Business Center, a partnership with the University of Hawai’i, having the mission of “equipping, educating, and celebrating families in business”. The Center describes itself as providing “opportunities for families to address many of the challenges they face providing educational seminars a forum for the exchange of the information between families so that they can survive and thrive through future generations”.
It is important to understand that family owned businesses are engines for industrialised nations as well as for developing countries. Family-owned-firms have greater focus over their family long-term objectives and terms as being important equally to the goals of their business.

[bookmark: _Toc53059057]Innovation

“Domestic rivalry, like any rivalry, creates pressure on companies to innovate and improve” (Porter, 1990). In the same work, the author proclaims that “innovation can have as output either new ways of doing things or new products, services, or techniques” (Porter, 1990).
“Family firms exhibit traits associated with both high and low levels of innovation” sustain Chrisman and Patel (2012). 
Still, as a central role in development of a business is played by innovativeness aspect, extended literature reflects the preoccupation of researchers on the subject of innovation, particularly for family businesses.
“Without innovation, family firms are at risk of losing competitive advantage, witness their products and services become obsolete, and lose market share to new and existing competitors” (Konig et al., 2013). 
Other authors consider, as well, this aspect as essential for a family business. For instance, Hurley and Hult (1998) reveal that “it is nearly impossible to find an industry that is not engaged in continuous or periodic innovation and reorientation due to the dynamic nature of most markets”. 
Moreover, Chrisman et al. (2015) express the opinion that “family firms may drop into a fluctuated market position judged by the degree of success of innovation activities and exposure to risk”.
“Family firms’ focus on long-term orientation can lead to innovation and the businesses proactively pursuing opportunities, while risk-taking behaviour and the firms’ efforts to outperform competitors are likely to be limited” (Lumpkin et al., 2010). In line with this reasoning, it could be added the opinion that “firm performance below aspiration level, slack resources, and top management team diversity have been shown to positively influence a firm’s innovative behaviour” (Chrisman and Patel, 2012).
Some studies argue that “international and export intensive firms are found to be more innovative – although the leap from regional to national firms appears to be larger than from national to international”. Still, most of the literature acknowledge that “older firms seem to be less innovative, which may be explained with a certain level of rigidity and position in the market” (Chrisman et al., 2015). 
Unforeseeable rates of success and recognising the certainty of rates of failures are factors that influence the belief that innovation has notable risks. 
A report of the UK Institute for Family Business for 2017 shows that “thirty-five percent of SME family businesses reported introducing a new or significantly improved good or service in the last three years, while nineteen percent had introduced new processes for producing or supplying their products”.
Innovativeness “is viewed as one dimension of entrepreneurial orientation” (Lumpkin & Dess, 1996).
Different authors appreciate innovation in different ways. 
For example, Porter (1990) expressed his opinion that innovation “often involves ideas that are not even “new”- ideas that have been around, but never vigorously pursued”. The same author continues his idea insisting on the fact that this “always involves investments in skill and knowledge, as well as in physical assets and brand reputations”. 
Different types of innovation are proclaimed below.
Product innovation: “a new product with major improvements related to its specifications, such as constituents or components could represent an example of product innovation”. De Massis et al. (2016) observes that “product innovation drives organizational change and growth is therefore considered an important component of corporate entrepreneurship and a major determinant of firms’ competitive advantage and performance”.
Process innovation is defined as "the implementation of a new or significantly improved production or delivery method”. Any major changes in equipment are part of process innovation.
Marketing innovation refers to "the implementation of a new marketing method involving significant changes in product design or packing, product placement, product promotion or pricing." 
Organisational innovation: specific literature defines the organisational innovation as consisting of "the implementation of a new organizational method in the firm’s business practices, workplace organization or external relations”. 
Firms could be considered innovative when they have the willingness as well as the abilities of collecting and processes including assimilating newer knowledge. Innovation affects the long-term performance of the business positively and even makes sure that they survive against their competitors.
Once the family firm increase in the company size, this may lead towards slowing down the process of making decision. Passing the control to the generation succeeding can result in the highly dispersed structure of ownership. It should be added that principle problems can arise because of conflicts in the family. Thus, some authors argue that the increase in the size of the company can result in low activities of innovation. Hence, it has been realised the family owned business that is smaller in size have greater chances of innovation that large ones.
The first-generation founders have to pull motivations and they can independently make decisions about company formation. Therefore, there are greater chances of innovation with the generation that founded the business, and it may keep decreasing with every additional generation. Comparing family-owned business and firms considered as non-family, the output of innovation may depend as well on the industry type. The age as well as the size of the business even have effects considered moderation considering innovation. Family-owned businesses that are smaller in size and the ones that have been operating for long with higher-age increase innovation likelihood. Businesses owned by families that have their operations running for a great amount of time have higher likeliness towards being engaged into the alliance of research and development (Werner et al., 2018). 
Pimentel et al. (2017) criticize that “some researchers have argued that family businesses provide an environment that fosters entrepreneurial activities, while others, by contrast, have concluded that family businesses are risk averse, reluctant to innovate and slow to change, thus hampering entrepreneurial activities and behaviors”. As described by several authors, Pimentel et al. summarise about innovativeness that “refers to a company’s ability, willingness and efforts to support creativity, new ideas and experimentation which may result in new products and/or service opportunities, and make improvements to existing processes and systems, reflecting a tendency to engage in and support new ideas, novelty, experimentation, and creative processes that may result in new products, services, or technological processes”. Pimentel et al. conclude that in a global market, “with an environment of continuous and rapid change, and shortened product and business model life cycles, future profit streaming from existing operations is uncertain, requiring businesses to constantly seek new opportunities; therefore, family firms may benefit from adopting entrepreneurial behaviors”.
As many members of family can be part of daily operations, this may lead to both a participative atmosphere but as well making space to the appearance of conflicts. Still, it is theorized that “family participation may, however, enhance a proactive posture in family firm given the concern and desire of the family members to guarantee the survival of the business; family firms seems to be less entrepreneurially oriented and innovative, but more risk averse than non-family firms, however both types of companies do not differ in terms of proactiveness” (Pimentel et al., 2017).
Sometimes the authors insist that the family businesses are characterized as conservative and stuck to their tradition. Still, Rondi et. al (2020) consider that a big part of the most innovative firms around the world is represented by the family firms.
In sum, from the most recognised keys for growth of economies, and directly of the firms, the innovation is a factor largely admitted by researchers.
Rondi et al. (2020) mention that the studies tend to allocate less attribute of innovativeness to family businesses in comparison with non-family business invoking the reason that it may take longer to take a decision about introducing new technologies or new products. Still, it is observed that as soon as the decision related to innovation, the family businesses go in action very quickly and most of the times very successfully.
The postures of the family firms taken in consideration the propensity, and not ignorable, the attachment to tradition, made Rondi et al. (2020) to think to propose four different categories. The typology suggested by these authors refers to “four ideal types: Seasoner, Re-Enactor, Digger, and Adventurer”.
With a bit of desire to gamble, with nearly no attachment to tradition, and without taking too much risk, these features can describe the category of “seasoner”. 
On other hand, by mixing the high attachment to the tradition with the propensity of low risking another category could be separated, and this is group is named “re-enactor”.
Moreover, by considering a mixture of high level in both features, the attachment to tradition as well as the risk-taking propensity, the posture obtained got the name of “digger”. 
The fourth posture will have the complementary of low attachment to tradition with high level of propensity for risk-taking and from here the name of “adventurer” may look reasonable. 
Within their research, Rondi et al. (2020) deeply analysed the subject of family business innovation posture and the conclusion of their work was that “all the identified family business innovation postures can lead to highly innovative behaviour and high innovation performance”.
The perspective suggests that the topic of resistance to innovation is important to be considered by the authors and the researchers argue that this may have a central role in the approach for innovation in family businesses.
Authors argue that family firms have “both functional (for instance: resource providing and cost reducing) and dysfunctional characteristics (such as innovation aversion) that do not necessarily depend upon differences in size, age, or industry, which are instead thought to be a function of the unique characteristics of family firms”. (Garcia et. al, 2018)
According to De Massis et al. (2016), “for some family firms, maintaining family control may be a higher priority than innovating”. In the same work, the authors have shown that “clarifying the mechanisms through which family governance can obstruct or facilitate innovation processes, and to extend and refine existing theory as to how family firms can best accommodate and leverage their governance attributes in order to maximize their innovative potential”.
Tradition plays a significant role by being handed down for generations. Researchers suggest that even the family firms adopt various strategies when it is about innovation, which could be different than the non-family businesses, they could adjust the strategies in quicker way due to the focused control specific to family businesses.
Recent research acknowledged that in family business with centralised control, the power for decision is maintained within the older generation. To be added that any conflicts will be solutioned in the favour of the older generation, as well. However, it was found that where “younger family members are invited to actively participate in decision making” this will help in increasing the value and the importance of innovativeness of company’s products or services. This could be due to the fact that the new ideas come up from the young generations of family business and their innovative suggestions are implemented with the vision of the younger ones.
The decision to innovate may be taken for different reasons. One reason can be linked to the long-term orientation. On other hand, when the performance goes down, new steps should be considered, and these include the innovativeness.
Due to traditional routines and way of approaching and recognising the need of implementing new technologies, sometimes family firms can get stuck in their development.  
Chrisman et al. (2015) argue that “in general, family SMEs are less innovative compared to non-family SMEs”. The reasons could be: “inertia, lack of specialized talent, emotional ties with existing products and assets, traditions restricting change, reluctance to risk the family’s reputation, unwillingness to use external financing, and inefficient use of firms resources when there is high emphasis on preservation of socioemotional wealth”. In line with this reasoning, the authors conclude that “when technological development is critical for success, family firms often face difficulties”. 
More recently, Ossorio (2020) and Hu et al. (2020) argue in their studies that an important trait of family firms is innovation and further research focus on this.
An interesting aspect when comparing family firms with non-family firms is detailed in a paperwork dedicated to the subject of socially responsible downsizing by Sanchez-Bueno et al (2020). It is argued that “family firms are less likely to downsize than non‐family firms and the outcome of the authors’ research reveals a negative association between research and development activity and workforce downsizing”.

[bookmark: _Toc53059058]Continuity and competitiveness of family firms

Garcia et al. (2018) observe that “the next-generation engagement is a key contributor to the success and continuity of family firms”. The specific family business literature, for the subject of succession and continuity and the preservation of the family tradition, the predecessor wish is expressed as a powerful reason.
In case the engagement of the future generation (generations) is not strongly considered, then this failure could lead to the impossibility to continue the family business or at least to be exposed at risk. 
Studies tend to describe economy growth in tight link with competitiveness and innovativeness. Barney and Hesterly (2010) described competitiveness of a firm if it is able “to organise to capture value”. This refers to the company capacity to organize itself in such a way to fully acknowledge the potential of its valuable, rare, and hardly to imitate resources and capabilities. It is the only way that a company can attain sustained competitive advantage.
Extended literature debates about the ability to prioritise innovation in the core of the family firm’s business strategy. In this way the productivity increases and the chances for the family firm’s business to survive increase as well. 
[bookmark: _Hlk52949921]Family businesses in longer terms could set ideal relationship between the different business post holders of the firm relating the managers, supervisors, and organisers. This is achieved through the cooperativeness, coordination, and bonding amongst the staffs as mostly all of them sometimes could be members of the same family. Tradition and culture are very influencing on enriching the organisational benefit through the respective family business cultures and heritages that focuses on unity and member coordination. Innovation is equally important on the growth of economy of family businesses as improvement in the business processes and structures, innovation on the product quality and variety that attract the customers (Rondi et al., 2019). Innovation and creativeness have also massive impact on global market positioning of the business increasing the popularity in stakeholder areas increasing the customer base while retaining the existing customers. Both the factors can be balanced into business not compromising the quality of production and service benefitting the organisation with enhanced profit.
There are various theoretical approaches related to the family businesses that influence the structure of the business and highlights the key approaches taken by them to perform extraordinarily (De Massis et al., 2018). 
System theory: System theory depicts necessary measures considering that the family in an inseparable system that interconnects all the various subsystems into its wider domain. This highlights the fact that incident in a particular subsystem can affect the other subsystems in wider context, involving the various assets of family businesses.
Agency theory: The agency theory focuses on the organisational behaviour of the family businesses and structuring the governance mechanisms monitoring the key decisions and controlling the non-professional activities (Zogning, 2017). This theory helps the organisations resisting the unethical behaviours, engaging the sense of responsibility minimizing the agency costs and refining firm performance.
Stakeholder theory: The Stakeholder theory highlights the major factors related to the financial and non-financial outcomes of the family businesses influencing multiple stakeholders associated (Freeman and Dmytriyev, 2017). The concept of Stakeholder theory is based on the related factors of the family business firms like emergence, power and authority and lawfulness of the firm.
Family businesses can often make the mistake of confusing the regulations with the traditions.  However, to keep themselves sustained in the market, a family business has to adapt to different kinds of new technologies and production processes that can optimize the work so that the firm can sustain itself in the competitive market. In addition, it becomes extremely necessary for any family-based organization to bring uniqueness to the product or services provided by them. The product or service’s uniqueness helps the family business to expand its business ground and get a good name in its operating market.  The family business has a huge impact on maintaining a healthy environment throughout the business market. The family business also works as a developing ground for innovation as the organization establishes itself on a very specific customer base and thrives upon it which helps themselves to observe the customers very closely and analyse their required needs.
A family business can always adjust its products as they see fit considering that there is no upper hand controlling their trading. The thorough analysis of the customer base allows which comes from the long tenure of sustenance of the family business in the operating market, helps the family business to come up with new innovative ideas that can cater to the different requirements of the customer’s in respect to the product or services. Family business often tends to promote an entrepreneurial culture and supports the concept of self-dependence through sheer skills and uniqueness of products and services. The positive aspect of the family business is that they are usually extremely cautious about their customer base as it takes a significant amount of time to gather them. Henceforth, it is very common to find that the operating family business provides an extremely good quality of products and services and accepts any kind of positive or negative feedback about their product so that they can improve on it maintain satisfaction within the customer base. These are some of the main traditions that allow a family business to sustain themselves in a better position in the competitive market.
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A family business is often considered a self-sustaining business organization that has to operate on definite rules and traditions.
In contrast to the corporate organizations, the customer base of a family business does not shift easily and can maintain a steady expansion if the customer base remains satisfied. Another aspect of the family business is that they can represent themselves in the market without any corporate banner in the business market and due to the large number of loyal customers; they control the brand value of any similar products operating in the market. The products of a family business and the customer base of the family business represent the culture of that specific area and provide a clear picture of the traditions maintained by the people of that locality. The ability to adapt quickly to the changing needs of the customer base and figuring out the future needs of the consumer puts up a picture of the constantly innovative market of the specific area.
“Around the world, companies that have achieved international leadership employ strategies that differ from each other in every respect”. But “while every successful company will employ its own particular strategy, the underlying mode of operation - the character and trajectory of all successful companies - is fundamentally the same” (Porter, 1990). As well, the author states that “companies achieve competitive advantage through acts of innovation”. “They approach innovation in its broadest sense, including both new technologies and new ways of doing things” (Porter, 1990). The same author considers essential for a company to be and to remain competitive for long term its capability to stay innovative. 
As well, the effects of organizational culture on innovativeness trait of a family business are argued in the corresponding research and published by Baykal in 2019. 
Within the research in comparing family and non-family firms, authors tend to analyse the “employee downsizing” (Cirillo et al., 2020) and “socially responsible downsizing” (Muñoz-Bullón et al., 2020).
The generic strategies in business determine how the organization should go after the competitive advantage throughout its operating market. Porter’s generic strategies have 3 basic options to gain a competitive advantage.  They are described below.
Cost Leadership – a family business that adapts the cost leadership model, gain a significant amount of market share as they provide a considerably lower costing of the product while maintaining the margin profit. Or by lowering the product cost below the price of the product provided by its competitors. Adapting to such strategies has a significant impact on the operating market as commodities often face devaluation in price and a major shift in the consumer base is observed due to the change in expectation of price. It is capable of lowering down an entire community’s economy and has a large impact on the family business operating in that area as the production cost and their selling price ratio plays a vital role in their sustenance within the market.
Differentiation - Differentiation is a business approach that involves providing the customer base with unique items that are not sold by the other competitive firms existing in the market. Adapting to this strategy provides an edge over the competitors with respect to the acquiring of a new consumer base. This strategy largely relies on adapting to new business ideas and innovation and implementing them in the currently operating business market and henceforth carries a huge risk on the success of the new idea. It is comparatively easier for the family business to adapt to such kind of strategies as the family business operates in a local area and already has a definite set of local customers who can provide valuable feedback with respect to the newly implemented idea. Even the risk for applying this idea is considerably lower in the case of the family business as they can revert the newly implemented idea in case of failure and retain the stable consumer base. 
Focus – the “focus strategy” involves creating a product specifically required for certain consumers and develop the product on the requirement of the specific target audience. Such a business strategy helps in maintaining the economic balance within the business market as it does not involves tampering with the consumer base of competitors nor does it influence the standard pricing of the product maintained throughout the market.
Within the research for family businesses, it has been understood that they have a continuous process of openness towards their environment including constant business redefinition models with required competencies for greater innovative performance. The governance of the family seeks closeness and protection with the business requiring strategic openness and transformation for embracing innovation. Foundation of the family-owned businesses is important for governing the natural protective family attitude with strategic business openness.
Main challenges for family firms like for all business generally are the market competition, the regulations or, for specific fields and geographical areas, tax obstacles. Sometimes, these above mentioned could be significant barriers in the way of the success for a family firm.
The culture of any organization is responsible for its success or failure. In family firms the culture is given the most importance as the way or tradition in which the family works stands a responsible and huge factor for generation by generation carrying out of business. 
Culture in a family firm is the way they see things and their values on which they have been making decisions and physical aspects. All these come together and justify the culture of an organisation which is responsible for the continuity of a family firm.
Artifacts are the physical criteria which involves all the tangible things like logo or symbols being used by the firm from a long period of time. These symbols become the identity of the organization and with time as it gains the popularity among people, they start recognizing the organization or firm by that particular symbol or logo. That logo not just carries the name of the firm but also the reputation and morals of the firm. 
Perspective is the way a firm sees a particular situation or thing and reacts accordingly. A lot of decisions have been made on the basis of the perspective by which a company decides the final conclusion; it could be related to the hiring of the employees or anything in concern with the sales of the product or services of the company. 
Values are important for both an individual as well as a company in family firms. These are the principles by which a company works. While perspective of an individual or firm can be changing time to time but the principles and values remain certain and rigid; these principles are mostly in relation with how the customers are considered priority for the company, work ethics are mostly in relation to conducting fair and successful businesses. 
Basic assumptions of the group give consistency to the foundation of the culture of that organisation. Dyer (1988) appreciates that “in family firms, certain kinds of assumptions are often found regarding the nature of relationships, human nature, the nature of truth, the environment, time, the nature of human activity, and whether preferential treatment should be given to certain individuals”. 
There are several different kinds of culture and strategies in family firm and they are argued by Dyer in his work from 1988.
One is “paternalistic culture”, in this culture only the members of a family are allowed to take over business and no other person from outside the family is expected to be allowed to overtake or make any kind of decision in the business. 
Strategy followed in paternalistic culture: hierarchy system is followed in this culture. There are certain benefits of this system like the traditions are carried along the generations of the family while making the important changes to tackle the modern problems alongside to it. Just any outsider cannot interrupt with the way of working or morals of the family or the way their tasks are carried out. But with the benefits comes the negative aspects as well. In this method the whole business is dependent upon the leader of the family so in any case if the leader falls ill or dies due to some unexpected reasons then the whole business comes on a verge of collapsing. The importance on training that is needed to be given to the decedents or the upcoming leaders of the family is absent. As the complete power is in the control of leader only; the other family members can feel less important. This drawback can create a lot of misunderstanding within the organization. 
Other one is “laisse-faire culture”: this culture is almost similar to the paternalistic culture in some aspects. Just like in paternalistic culture the decision making and the end call is in the hands of family and hierarchy is followed to appoint the future leader for the organization, same way it takes place in laisse-faire culture. The traditions are carried forward by keeping their importance in mind and all the employees are taught the way and their importance as well.
Strategy followed in laisse-faire culture sustains that the only point where it differs is when it comes to handling business whole day. In paternalistic culture the employees were supervised by either family or leader itself on regular basis but the firms which follow this approach does not look after their employee whole day. They just check the working or accounts of the firm on day to day basis and let the staff to handle their stores and manufacturing process. The whole relationship here is built on trust between the firm owner and employee. The environments in such firms are very trustworthy and this creates a safe working environment for the employees but just like any other culture this too has drawbacks. The employee can turn down the culture of the firm after a certain period of time and may start working accordingly to their own perspective. This can lead to the fall in the product quality of the firm and that can affect the image of the organization in market. 
Then it comes “participative culture”. This culture is completely different from the cultures discussed above. Likewise, this culture is found quite seldom in family firm culture. 
Strategy followed in participative culture: the reason why only few family firms follow this culture is because the whole dependency is upon the employees and more than just work; the personal growth of the employee is also measured. The impact of their personal growth on the colleagues is also measured so that with the growth of firm the people working in it also grows. Nepotism and favouritism are generally avoided in this pattern of culture. The employee working under the influence of a firm which follows this culture tends to be creative and develops their thinking ability or decision-making power on a better scale. But along with improvement in their ability to make decisions the process of collecting data from the fellow employees can be really time-consuming which results in the delay of final decision making. 
Fourth comes the “professional culture”, the family firms following this culture are no different than the ones which follow the other three patterns. 
Strategy followed in professional culture - this culture the family considers handing over the business to somebody outside the family or a professional so that he/she can apply the professional approaches according to him/her. Not being the part of the family running the business the professional is believed to make rational decisions which are totally un-biased. 
The strategies followed by family firms may come under one of these cultures. The methods and way of working of these methods allows flexibility, carrying of culture and promotes discipline among the organization. These factors are the key elements for the success of any organization that is. It is important to not just follow but to also be consistent when it comes to following these methods. Innovation strategies were theorized to be influenced by market orientation (Newman et al., 2016).
There are several family firms in UK and Europe that are operating from more than several decades (Somerville, 2018). 
UK based companies like Dyson, Arcadia, Clarks, and Pentland group are also great examples of oldest family firms which are operating from more than several decades in their respective fields. 
Dyson Appliances Ltd is a UK family firm settled by Sir James Dyson, the engineer which invented the first bag less vacuum cleaner. With over a billion-pound sales in 2012 and being present in forty-five countries, the mission statement of Dyson’s is “Take everyday products that don’t work well and make them work better”. 
One of his sons, Jake Dyson Products, owns a company that produces high-end energy-efficient lights.
In one of the interviews taken to Sir James Dyson, he mentioned his intention “to keep Dyson a privately owned family business by revealing plans to acquire his son’s lighting company, cementing his place as heir to the Dyson helm”. He continued stating that “Jake is highly competent, loves technology, and has good business sense and marketing sense; he has got all the things I had and more, because he’s more inventive, so he will take it to places I couldn’t.”
About a family business, Sir Dyson referred as “the beauty of a family business is that you worry about getting the product right, not about any investors with short-term views of what others think; I would hate to be (a public company), we can be very long term… we can be patient”. 
With a history of nearly two centuries, the Clark family owns the company known as Clarks. In fact, the brothers Cyrus and James Clark put the bases of their firm in 1825. With a lot of changes in production, places of production, adapting to global market, Clarks remained a family owned business and a remarkable mark in the shoe industry.
Another well-known UK entrepreneur, Sir Richard Branson, enjoy the family business model as well. Holly, his daughter, assumes higher position and responsibilities within the company.
Other example that can be exposed for analysis for this thesis is JCB, one of the largest machine manufacturing companies in UK. It is operating since 1945. It was settled by Joseph Bamford and now is being managed by his sons. JCB has more than 22 plants on little mainland and more than 700 suppliers all over the world (Bamford, 2020).
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Following the indication of Quinlan, C et al. (2015), a methodological framework and an analytical framework constitute the following sections of this thesis.
The highest potential to follow the value of innovation being kept on in a family firm is to understand the perception of the successor regarding this value.
This thesis presents three case studies.
In this sense, for the chosen case studies, qualitative method will be considered for a deeper understanding and a broader view of the subject.
Qualitative Research is primarily exploratory research. 
“It is used to gain an understanding of underlying reasons, opinions, and motivations”. 
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A case study could be defined as “a descriptive and exploratory analysis of a person, group or event”.
A holistic study of a case study can be done by using either one method or more methods.
For the purpose of this dissertation, three case studies of European family business are considered, and the case study research is designed to be done by questionnaires. 
Saunders, M. et al. (2009) appreciates that questionnaire could be used for “explanatory or descriptive research”.
A definition for questionnaire could be that this is a “research instrument consisting of a series of questions for the purpose of gathering information from respondents”. 
The following key factors are taken into consideration: “precisely defined questions”, “representative and accurate sampling” and “an understanding of the organisational context” (Saunders, M. et al., 2009).
For the chosen case study, the questionnaires will be replied by the family members in charge with the company’s management.
A special attention is given to the order and the flow of the questions. 
The questionnaires include open questions, ranking questions, and rating questions.

A Gantt chart is presented below. It refers to the tasks and times that the researcher is going to follow for the scope of the thesis.

	No
	Stage
	Task

	1
	Before preparing the case studies and the questionnaires
	Identification the family firm(s)

	2
	
	First contact with the family firm

	3
	
	Correspondence with the family firm about the case study and the questionnaire

	4
	
	Schedule of the questionnaires handled and filling dates

	5
	Correspondence 
	Welcome and brief introductory note

	6
	
	MBA student background

	7
	
	Aim of the study

	8
	
	Data privacy

	9
	
	Sending the questionnaires

	10
	After writing about the case studies and questionnaires outcome
	Feedback to the participants


	11
	
	Thanks to the participants

	12
	
	Data analysis
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The influence of the two factors tradition and innovation are hereby discussed in this thesis to understand the relative need of both in the family businesses (Erdogan et al., 2020). It is important to study and to understand how focusing on keeping traditions and traditional ways of doing the business with the innovation strategies, the family firms equates by balancing both factors to reach targeted business goals.
The findings from the case studies are presented below in detail. 
The description of the innovativeness management is then extracted from the results obtained after the analysis of the replies of the questionnaires.
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For a deep analysis of the subject of innovation in family firms, considering the complexity of this important feature of business activities in all fields, having a lot of variables and evolution over time, a case study could be a good illustrator and could be chosen as a corresponding methodology.
In this way it is permitted to explore the history of the family business. Yin (1995) appreciates that “although the case study cannot generate statistical information, an analytical generalization of the phenomenon studied could be obtain”.
To support a case study a qualitative analysis can be added. It could be useful in finding out in which ways and the family firms have different modes to approach innovation in their businesses.
For the purpose of this work, it is analysed a case study of a very successful business from a Greek Island. The tradition of this business exists for a long time and the relation between innovation and tradition in family businesses can be thus explored. 
A Hotel and spa could be easily declared one of the excellencies of Greece experiences. 
This business competes on the market with special and amazing experiences offered to its customers. To enumerate few of them, it is worth to mention the following: Greek dance lessons, local wine tasting, cooking demonstrations of delicious local food, donkey rides, hiking tours, tender boat adventures, scuba diving and geocaching. Combining the old and the new, the traditions resources as well as using resources for innovation, this gives “A” Hotel and spa great competitive advantage on the market. 

A direct interview with the owners tries to identify some answer to few questions that researchers explore when it is about family firms:
a. “How the family firm’s traditions affect the innovation approach?”,
b. “How the recombination of the traditions can create new products or services?”,
c. “How this relation creates more value for the family firm’s stakeholders?”.
The interviews with the family and the management unveil important details about the family wishes, the business reputation, the relation between innovation and the family tradition.

Amorgos, a short story
 
Amorgos is one of the Cyclades Islands, being the most eastern of them. It preserves a lot of signs of ancient civilisations. Cycladic sculptures and Cyclades figurines were unearthed in Amorgos. Also, from ancient times, poets wrote about olive oil, fruits and wine produced on this small island. 
Greece is “one of the few countries that has been included on the UNESCO representative list of the intangible cultural heritage of humanity for the use of dry stone walls”. “The practice is recognised as a good use of space environmentally, one of great traditional significance which creates a harmonious bond between humans and nature”, the website of “A” Hotel describes it. 
Amorgos, this hidden away island, known for its beautiful, wild and untouched nature with its secret beaches and untouched timelessness, is an amazing and very attractive place to visit.
“A” Hotel website underlines that “over the years, the local people of the island try as best as they can to keep the island in its pure state with practices that enrich the agriculture, its natural beauty and ways that are environmentally friendly”.
In fact, the island has a length of no more than 33 km with a width between 1km to 6 km and a total surface of about 128 square kilometres (less than 50 square miles). 
The population of the island was stable along the recent decades and the censuses showed no more than 2000 inhabitants. 
Three-four decades ago not a car could have been seen on the island. About electricity, no way to talk either, as it was inexistent on the island. 
Even with the increased interest in tourism, the business investors do their best to protect the nature. 

“A” Hotel and spa: A Brief Introductory Note

“A” Hotel and Spa is a Greek family business.  
All generations of the family grew up on the amazing Greek Island, Amorgos.
The present case study refers to the family business of Mrs Irene G family. 

This family firm focuses on several businesses’ sections: accommodation, (rooms with fantastic views to the sea), own local harvesting and finest food production with food preparation and recipes demonstrations, own local wine production, dinning, outstanding experiences for guests, film festivals, and most recently, face masks production.
The reputation of the “A” Hotel started few years ago and motivated the whole family, the parents and their two successors to continually grow their business and to introduce innovative products and services. 

“A” Hotel: Three generations
This family business was founded about a century ago and the family business control has been belonging to three generations. Through the cooperativeness, coordination, and bonding amongst the staffs as mostly all of them they were members of the same family, ideal relationship between the different business post holders of the firm was achieved. The family business found itself flourishing in a very successful way.


Values of the family business are: Tradition and Innovation

The strong points of this family business are family commitment, knowledge, and skills to run the business, ownership control, the high standard of their products and services.
The family business name and reputation are important characteristics as well. 
Starting with a family heritage not only of land but also the values mentioned above, the business had gradually expanded with smaller steps but nearly exploded in the last two decades. Mainly due to the family belief and values, the family business grows in an exponential mode.
For Irene’s family, excellence in quality means delivery of outstanding products and offering highly appreciated services. Irene’s family business prides itself that its business culture is based on openness, trust, and collaboration between employees, ownership, and customers.
The time had come to consider whether the family business growth reached its limits.
“Innovation requires firms to acquire new or reconfigure existing competencies (Henederson and Clark, 1990) and overcome organizational inertia (Tusman and O-Reilly III, 1996)”. 
This study case refers to the innovation of products and the innovation of services.
Using the combination of tradition and innovation, the “A” Hotel, this three-generation family business has the capacity to get long-lasting authority of competitive advantage.
Insights and observations regarding their present activities are obtained through a deep direct interview with this family business being owner.
In conclusion, nowadays, considering that innovation approach is became stronger than it was with a generation before and of course, the strongest of all generations, Irene’s family business could be described as a powerful conjunction of tradition and innovation  in all its business characteristics for own organization traits, services, and products. This family company firmly focuses on uninterrupted innovation process and strongly affirms that the orientation towards innovation is not at all limited by the family traditions. 

The existing business owner prepared and exposed her reply to each of the following questions in discussion for this thesis.

For the first question: “how the family firm’s traditions affect the innovation approach?”, the interviewer replied that the innovation approach for her business was influenced so much positively by the tradition. The business is done in a traditional way. By this she refers to the traditional well-known hospitality of Greeks. It is about traditional food and wine. It is about traditional artistic programs that the guests are invited to attend and to participate in. All of this does not affect the innovative ways of doing business in tourism and gastronomy field. A lot of innovative measures were implemented in her business, but they were not in conflict with the traditions. Contrarily, the two notions complementarily contributed to the success of the investments and to the achievements of all settled goals. Even in the days were the idea of selling masks came up, the fabrics were used to illustrate the Greek national models. The masks were produced using the latest technology in textile complying with the hygiene rules as well as sustainability plan of the business is observed.
The second question of the interview was about “how the recombination of the traditions can create new products or services?”. As the business has a long tradition, the existing business owner finds as very important not only to keep the traditions but to mix them as well. From the tradition to have the control of the business in its totality with producing only from own harvest or from the tradition to cook with the same recipes to the one of including art in any of its forms in the daily life of the family, of the employees or of the guests, there are examples of recombination of traditions which led to new very attractive products or services to be sold or offered. 
The last point of the interview was related about “how the relation between tradition and innovation creates more value for the family firm’s stakeholders?”.
As the family businesses always get the additional respect and loyalty from their customers by the influence of traditional and cultural virtues followed by them into business strategies, innovation plays an important role for satisfying the needs of stakeholders, Irene explained us. Tradition linked with innovation had major influence in not only the local customers (customers from nearby islands from mainland of Greece) but also, in the wider economic context, in business expansion and Europe, and why not to other continents, as recently tourist from Canada and Australia found out about her business.
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Case study 2

For this case study, it is analysed a very successful business from Drobeta Turnu Severin, a town situated in the South-Western part Romania. The tradition of this business exists for decades and the association between innovation and tradition in family businesses can be thus explored as well.
The business started in 1940 by the great-grandfather of the existing owner. 

Ada Kaleh Island, short history of the place

The business was developed on the very small island Ada Kaleh. It was placed along the Danube River, 300 meters away from Romania and 400 meters away from Serbia. This tiny place was mainly occupied by a Turkish minority. It had a long history being conquered either by Austrian Empire or by the Turkish Empire, serving both empires as a point of navigation and connecting area between the West and the East. Notably to remark, the inhabitants of the Ada Kaleh Island, which had the citizenship of the Ottoman Empire by 1918, were exempted from taxes and customs. One novel writer described the island as an “almost mythical symbol of peace, seclusion, and beauty, juxtaposed with the material outside the world”.

AK, a brief introductory note

Nearly a century ago, one island inhabitant, with entrepreneurial skills, considered to use the potential of many visitors willing to see the Vauban-type fortress and all the remains of the rich history of the island. He started preparing specific Turkish delight, other Turkish sweets, and an amazing flavoured Turkish non-soda drink.
His business had big success and there were visitors which before exploring the island they stopped firstly to delight themselves with delicate sweets.
The son of the owner took his place and continued the successful business.
Unfortunately, for navigation reasons, in the 70’s of the last century, the sad news came upon the island: it had to be sunk.
All its inhabitants were moved to the nearest town, they were offered new apartments and new places to live. Not all of them could accept this and they decided to move away, in other Romanian villages with Turkish minority or even to their origin country, Turkey.
Still, the business owner had the hope that he was allowed to keep on preparing amazing sweets in his new place. Sadly, this coincided with the flourish of socialism time in Romania and the private initiative was completely discouraged. In this way, he had to shut his company. 
However, a new chance appeared after the Romanian revolution occurred in 1989. As soon as private small enterprises could set up, he re-opened his business. Inhabitants of the new town were absolutely fascinated by his products. The new generations only heard from their parents about them but luckily their time to taste and enjoy real home-made Turkish delights.
After the death of its owner, the business was taken over by his son which our days handed it over to his son. This is therefore the story of four-generation business.

Values of the family business are: Tradition and Innovation

Combining the old recipes and the new technologies for production sweets and beverage, thus the traditional resources with resources for technical innovation, this gives to AK business family a great competitive advantage on the market. 
The strong points of this family business are knowledge and skills to run the business using their own and unique recipes, the high standard of their products and services and having the ownership control.
The family business reputation is a very important characteristic as well. 
In principal, due to the family belief and values, the family business was able to resist the difficulties of the epoque and to stay on the market.
For AK family business, excellence in quality means delivery of outstanding products and offering highly appreciated services. 

The interview with the owner tried to identify some answer to the few questions that this thesis is focused on:
a. “How the family firm’s traditions affect the innovation approach?”,
b. “How the recombination of the traditions can create new products or services?”,
c. “How this relation creates more value for the family firm’s stakeholders?”.

The replies were:

For the first question, the family business owner expressed his strategy that having his business focused on keeping traditions and traditional ways of doing the business, he will reach the targeted business goals. He does not exclude the tradition influence on innovation approach. He felt that the two concepts should be balanced in order to grow his business. He mentioned that innovation is equally important on the growth of his family businesses as improvement in the processes that were used. For instance, new mixing bowels were bought and new technologies to store the non-soda drink. He designed new attractive packing for his sweets and the home-made chocolate got the eyes of the customers which still valued the most the traditional taste of the food. The same amazing taste of his well-known non-soda drink was preserved using new technology for bottling it so innovative technology was implemented as well as balancing the value of tradition. 
For the second question, the interviewer expressed his belief that recombination of traditions can create new products. He argued that tradition and culture were the influencing factors on enriching his business. Not only by keeping the recipes for his products but also the chain from production to sale he was confident that the business was successful. No other products were added to the traditional ones, but the family business owner thought it was time to analyse how he could do the recombination of traditions in order to bring up new products.
The third question made the interviewer exclaiming that for his family’s stakeholders the relation between tradition and innovation brings more value. Preparing the food and drink products that were successfully sold a century ago combined with the innovative ways to do business our days, in a very competitive market, made this family business capable to be on the market – the owner said. The production methods were literally the same, but the innovative means for packing, storing, delivery and sales adapted quickly to the present situation and the requirement of very demanding customers. The stakeholders of this family business were happy to get higher value by the power of combination between tradition and innovation. This family business customer base includes old customers but as well new ones which are impressed by the quality of the food and drink products as well by their history. 

[bookmark: _Toc53059065]


Case Study 3

A Brief Introductory Note 

The story begins somewhere in the beautiful village called Amareștii de Jos, situated in the Southern part of Romania. 
The great-grandfather, Theodor Tudorănescu, was a nice man, with high education and he could  speak seven languages fluently. He had a few lavender strands that he was very careful about. Every morning he used to have lavender-flavored coffee. 
His daughter (the grandmother of the present family business owner), for as long as it was known, she washed her hair with rainwater where she put lavender flowers. She also used to add lavender flowers in the olive oil and leave them to macerate for six weeks, then use this mixture for massage. There was also Nela, a well-known and appreciated flower girl in the area, who made some lavender and wheat bouquets as only she knew how to do it. So, with a few collaborators the lavender business was immediately settled and it had a real success from the very begining. 
After getting married, the young lady had to move out of her native place but she did take with her ten thousand lavender cuttings to her new place. The business was flourishing in the new location as well as it went initially. Everything was great and the owner of the family business was very happy and the customers were delighted to receive outstanding lavender products.
Still, in the communist time, the private innitiative was completely discouraged. The business owner’s husband (which was the priest of the village) started to be persecuted by the communist police for his liberal views. The family was forced to sell everything and to move in a nearby town, with no land in property. The private company and the lavender business simply disappeared. 

After almost 30 years and after much research, the present family business owner returned to the lands of her childhood and decided to continue what she had seen at her grandmother. As a result, she started lavendering. Totally new work for her, interesting work, but also gruelling one. She found herself  completely alone in her trial. She had a moment when she thought it would have been nearly impossible to continue the family business. But she found people of good faith who helped her, and so in February 2017 they were able to plant 3,000 lavender cuttings. To all surprise, they all caught on and in June of that year they bloomed for the first time. 

Values of the family business are: Tradition and Innovation

Lavender was picked it up in the same way, how the grandmother did it, then it was tied up and later on, dried. Some of it was used to fill baglets that can be used for clothes (helping in the fight against moths) or car air freshener. 
Surprinsingly, in July the plantation was blooming again. The present family business owner had already produced enough lavender and then she came up with the idea of making dolls, some filled with lavender and some with lavender body. The dolls looked exceptional. Unexpected success happened. Furthermore, she remembered about her grandmother's hair rinse recipe. And about the massage oil. So, another products with tradition from the grandma were launched on the market: the lavender soap, the lavender salt and the lavender oil. The recipes were exactly the same. Still, for the soap, new shapes to pour on them were used. Tremendous success was achieved. To go on with new products, the present generation of the family owned business added on the product list the pillows filled with cotton wool and lavender. At this moment, the brand of Knigts’ Lavender Plantation is easily recognised by the customers. They become even more interested and show curiousity when they found out that the business started as early as the nineteenth century.

The innovation was a permanent thought in the mind of the business owner. On one hand, she completely changed the way of packing her products and she identied and created new styles and she used new materials. As well, for marketing channel she introduced modern approach for her customers. 

A direct interview with the family business owner tried to identify the answers for the few questions that researchers explore when it is about family firms and on which this thesis is focused on:
a. “How the family firm’s traditions affect the innovation approach?”,
b. “How the recombination of the traditions can create new products or services?”,
c. “How this relation creates more value for the family firm’s stakeholders?”.

For the first question, Madalina, the only one decender of the family which had the lavender business in the area and the existing business owner, replies that traditional way of making products using lavender was the key of the business success. Tradition and culture were for her business inseparable factors. People appreciate the natural flavour and the natural products so her customers got found of her products. Making a link to the innovation, the interviewer considers that tradition does not affect innovation and it just have to be corelated. She expressed her thought about traditional products with innovative services and innovative organisation for her business. She appreciates that to have her family business lasted for a long time, she has just to observe and adapt to new technologies and ideas for growth and sustenance of her business. 

The second question was the favourite one for the interviewer. She strongly believes that the recombination of the traditions allowed her to be competitive on the market and the tradition was a crucial factor that influenced the entire operations of her family business. She used whatever she remembered from her grandmother knowledge and experience and she replicated some products. By recombining the old ways, the customers have the chance to enjoy the most qualitative results. The business owner argues that customers have faith and dependency on the product quality and service of her company due to the traditional virtues.

For the third question, the business owner considers that the relation between tradition and innovation comes to support the stakeholders satisfaction. On one hand, the old ways to preserve the natural flavorings, the old ways to take care of human body. On other hand, the new by new attractive packings or new marketing means. She thinks that tradition together with innovation and creativeness lead to increasing the popularity of her products. And her business profit increase once the customer data base include daily new customers while retaining the existing one. Therefore, she concluded that tradition and innovation, altogether, by balancing them, have great impact on stakeholders and create more value for them.

Summarizing the replies for each of the three questions and for each of the three case studies, the results are presented in the table below.


	
	Case Study 1

	Case Study 2
	Case Study 3

	Reply for Question 1
(“How the family firm’s traditions affect the innovation approach?”)
	The business is influenced so much positively by the tradition, it is done in a traditional way.
	The owner does not exclude the tradition influence on innovation approach; He felt that the two concepts should be balanced to grow his business.
	The owner considers that tradition does not affect innovation and it just have to be corelated.

	Reply for Question 2
(“How the recombination of the traditions can create new products or services?”)
	Recombining the traditional ways in a very attractive mode made the products and services of “A” Hotel family business to be very competitive on the market.
	No other products were added to the traditional ones, but the owner thought it was time to analyse how he could do the recombination of traditions in order to bring up new products.
	The owner strongly believes that the recombination of the traditions allowed her business to be competitive on the market.

	Reply for Question 3
(“How this relation creates more value for the family firm’s stakeholders?”)
	The family business always gets the additional respect and loyalty from their customers by the influence of traditional and cultural virtues.
	The relation between innovation and tradition made this family business capable to be on the market.
	The business owner thinks that tradition together with innovation and creativeness lead to increasing the popularity of her products.



By giving the respondents a three-grade scale (low, medium, high) to measure their features about tradition attachment and innovation tendency, they self-appreciated and their replies are summarised in the table bellow.

	
	Level of Tradition Attachment
	Level of Innovation Tendency

	Case Study 1
	High
	High

	Case Study 2
	High
	Medium

	Case Study 3
	High
	High



[bookmark: _Hlk52951745]After the interviews, there are positive and negative aspects to be concluded and to be mentioned about the influence of tradition into family businesses.
Tradition is a very crucial factor that influences the entire operations of a family business. Every family business has to maintain definite guidelines that are prevalent only within their organization. The traditional culture within the organization becomes a signature of its identity throughout its operating business market. The advantage of tradition in a family business benefits an organization as there are fewer conflicts within the people operating in the family business as most of them share a common belief and value and dedicate more to the improvement of their organization by establishing its name throughout the market. The tradition of a family business holds the organization together under strong guidelines and rules which can provide their market stability. The only problem with the tradition within the family is that the growth becomes extremely stagnant and there is barely any room for progress as the traditional system often prohibits new ideas and does not encourage the replacement of something new with something old as they carry certain risk to their stability. 
[bookmark: _Hlk52951852]On other hand, there are positive and negative aspects of innovation factors into family businesses. Innovation is one of those factors that decide the sustenance of a family business within the operating market. It can be said that most of the family businesses, which have lasted for a long time, have been observed to adapt to new technologies and ideas for growth and sustenance of the organization. The positive aspect of adapting to innovation strategies is that it allows the family business to start its trading on a whole new customer grounds which allows the business to expand. The only drawback of trying to go for innovation within a family business is that the newly implemented idea or the technology may prove to be a failure which can lead to loss of significant invested assets and loss of a certain amount of consumer base.

[bookmark: _Toc53059066]Conclusion

[bookmark: _Hlk52950845]This thesis meticulously examined the traits of family businesses related to tradition and innovation and the way how the generations and the successors observed these values. 
Tradition and culture are the inseparable factors of influence when the discussion is about the family businesses. It could not be totally declined that the family businesses get affected due to the culture perspectives of the business that influences the mission and wider goals of the firm. On the other side, tradition and heritage have major importance in family businesses in creation of respect for each other equally maintaining the coordination with the member has associated. Following are the few important sectors that are influenced by the traditional enforcement of decisions.
[bookmark: _Hlk52951134]Importance on the customer aspect: commitment is the main aspect of customer retention on the business aspects of traditional impact. Buyers have faith and dependency on the product quality and service of the company due to the traditional virtues followed by the family firms.
Importance on the employee aspect: traditions and virtues in family businesses have major importance from employee point of view as they remain dedicated towards work when their values and opinions are prioritized (Zellweger, 2017).
Importance on the professional management: focusing on the structure of the organisation, the Traditional approaches maintain equality in functional management of the work atmosphere balancing equity among all the members in the association.
Importance of innovation and creativity in business processes of the family firms lies in consideration of the strategies of innovation that is imposed by the decision makers into family business structure. Innovation brings the refinement of older strategies, views and orientation that changes the aspect of the business reputation and attractiveness positioning itself in a remarkable position in the competitive market. Creativity is a long way processes that includes planning and implementation of the innovative strategies competing with the noon family business firms in the globe. Following are the assets of family businesses that get benefitted by the importance of innovation.
Importance from the employee perspective: innovation has its wide importance from the employee point of view as it involves employee creativity, thought implementation and innovation in planning enhancing the staff interest on the business proceedings.
Importance from the customer perspective: customers of present generation like the concept of trends and innovation in products that attracts them in purchasing the products that are innovative and equally creative meeting their demands (Feranita et al., 2017).
Importance in global business positioning: innovation is very much important in the crucial business growth and survival strategies maintaining the position in the global trade balancing with the profit maximisation while expanding the business boundaries.
Concluding about the relative influence of both tradition and innovation in businesses, the below synthetised aspects still remain to be uncovered and detailed by researchers in the field of family businesses.
Influence of tradition in the family businesses: family businesses always get the additional respect and loyalty from their customers by the influence of traditional and cultural virtues followed by them into business strategies. This benefits the respective business organisation in long-term strategic development that is quite difficult to maintain by the non-family organisations in extended perspectives. Traditional approach in family business involves the skilled personnel into business posts to take the decisions and key measures maintaining good business relation with various stakeholders (De Massis et al., 2016). Traditional approach involved in the family businesses has major influence in not only the local customer service domains but also in wider economic context. The members of the family have additional emotions and traditional virtues towards their family business that help them incorporate with the workloads without considering it as a burden. 
Influence of innovation in the family businesses: innovation on the other hands is equally important and influencing for the family businesses as it involves the innovation, creativity, and exploitation of latest ideas into business strategies. Through improvement of product standard and quality, orientation of service provided to the customer domains the innovation enhance the development of the products, management of methods and the way of implementation (Urbinati et al., 2017). Most importantly, the influence of innovation and creativity also lies in improved and enhanced profitability involving better annual revenue giving the business better dimensions and orientations of work structure and coordination. Innovation influences the employees to work as a team and create greater ideas on relevance of organisational success improving the present economic status of the organisation in wider domains.
Three case studies were discussed, and an analysis of the replies to the questionnaires offered the reader the figurative picture of the role of the succession line has.
After the detailed above research of the influence of tradition and innovation in the family businesses and the role of successor, it can be concluded that on one hand, various stakeholders such as customers and associates of the organisations are influenced by the traditional and cultural virtues and the family businesses aim to follow the heritage needs and culture of the ancestors. But, on the other hand, there is need of innovation and this is inevitable in the family business organisations in terms of enhanced productivity and quality of service and through innovative measures for placing the family business to have an important role in global economy.  
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